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A Word About
the Division

Satisfying the Need for
Health Care Information

T he Division of Health Care Finance
and Policy collects, analyzes and dis-
seminates information with the goal
of improving the quality, efficiency and
effectiveness of the health care delivery
system in Massachusetts. In addition, the
Division administers the Uncompensated
Care Pool, a fund that reimburses Massa-
chusetts acute care hospitals and commu-
nity health centers for services provided to
uninsured and underinsured individuals.

The Division’s mission is to contribute to the development of policies that improve the

The effectiveness of the health care
system depends in part upon the availabil-
ity of applicable information. In order for
this system to function properly, purchas-
ers must have accurate and useful infor-
mation about quality, pricing, supply and
available alternatives. Providers need infor-
mation on the productivity and efficiency
of their business operations to develop strat-
egies to improve the effectiveness of the ser-
vices they deliver. State policy makers need
to be advised of the present health care
environment, as they consider where policy
investigation or action may be appropriate.

As part of its health care information
program, the Division of Health Care Finance
and Policy publishes reports to meet this
need for information. These reports focus

delivery and financing of health care in Massachusetts by:

e collecting and analyzing data from throughout the health care delivery system;

e disseminating accurate information and analysis on a timely basis;

¢ facilitating the use of information among health care purchasers, providers, consumers

and policy makers; and

e monitoring free care in the Commonwealth through thoughtful administration of the

Uncompensated Care Pool.




on various health care policy and market
issues.

Organizational Structure

The Division of Health Care Finance
and Policy is an administrative agency
within the Executive Office of Health
and Human Services. The Commissioner is
appointed by the Governor.

The organizational structure is com-
prised of several distinct groups:

¢ Health Systems Measurement and
Improvement Group

e Health Data Policy Group

¢ Pricing Policy and Financial
Analysis Group

¢ Audit Compliance and Evaluation
Group

Each group is responsible for a differ-
ent aspect of the agency mission.

Health Systems Measurement
and Improvement Group

The Health Systems Measurement and
Improvement Group (HSMIG) works to
improve the delivery of health care in Massa-
chusetts by evaluating the changing health
care system and providing useful analyses
and information to policy makers, health
care providers, and purchasers. The group
also conducts health services research and
policy analysis for a variety of different audi-
ences to improve the delivery and value of
care. In recent years, the Group has ana-
lyzed and reported on several areas of inter-
est, including preventable hospitalizations,
hospital readmissions, health care reform in
Massachusetts, trends in HMO premiums
and insurance status. The group manages
demonstration projects funded through the
Uncompensated Care Pool whose goal is to

improve health services to uninsured and
underinsured persons while reducing the
demand on the Pool to finance free care.
Finally, the group is charged with providing
information to consumers on managed care
organizations in Massachusetts.

Health Data Policy Group

The Health Data Policy Group is
(HDPG) charged with the development and
appropriate use of Division data bases and is
responsible for evaluating health care data
management issues across organizations and
providing information and reports to pro-
viders, plans, researchers and the govern-
ment.

HDPG is responsible for the collection
and release of hospital discharge data and
observation stay data. The group is also
responsible for managing the release of accu-
rate hospital and nursing home cost and
financial data. HDPG, as partners with other
organizations, uses these data for projects
that involve benchmarking. HDPG develops
products that meet anticipated information
needs including industry trends, data prod-
ucts and custom reports. As well, HDPG, is
responsible for developing and implement-
ing confidentiality and privacy protocols for
the use of data. The group conducts research
and evaluates new health data policy issues
such as national standards for electronic
data interchange and privacy legislation.

Pricing Policy
and Financial Analysis Group

The Pricing Policy and Financial Anal-
ysis Group develops health care pricing poli-
cies, methods and rates which support the
procurement of high quality services for
public beneficiaries in the most cost-effective
manner possible. This group also provides
information, analysis and recommendations
to policy makers to support their health
care financing decisions, and performs spe-
cialized analyses of innovative health care
financing and purchasing methods.
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Audit Compliance
and Evaluation Group

The Audit Compliance and Evaluation
(ACE) Group examines financial data
reported to the Division of Health Care
Finance and Policy. The ACE Group per-
forms audit, review, screening and quality
control functions that provide the building
blocks for the Division’s work in develop-
ing pricing policies and measurement tools
to improve the health care system in Mas-
sachusetts.

The Division of Health Care Finance
and Policy’s support units include Adminis-
tration, the Information Technology Group,
the Office of the General Counsel and the
Office of Communications.

Administration

The Office of the Executive Secretary
oversees the agency’s budget, regulatory pro-
cess and personnel.

Information Technology Group

The Information Technology Group
is responsible for managing the Division'’s
computer network and data bases.

Office of the General Counsel

The Office of the General Counsel liti-
gates administrative appeals filed by pro-
viders, analyzes proposed legislation relative
to the health care delivery system and pro-

Uncompensated Care Pool PFYO0 Annual Report

vides legal advice to the Commissioner and
staff concerning the development and appli-
cation of regulations, policy positions and
pricing information.

Office of Communications

The Office of Communications per-
forms a wide array of services for the
Division. These responsibilities include:

¢ handling inquiries from the media
and other outside parties;

¢ editing, designing and producing
the Division’s print publications;

¢ developing and maintaining the
agency’s Internet web site;

e editing, designing and producing
presentation materials;

e representing the agency at health
care conferences; and

e serving as the point of contact for
many general inquiries.

This organizational structure reflects
the focus of the agency mission and sup-
ports the Division’s efforts to provide useful
information to purchasers, providers, and
policy makers.

A Word About the Division vii
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Section 1:
Introduction

hapter 47 of the Acts of 1997 requires
‘ the Division of Health Care Finance

and Policy to file annual reports
on the status of the Uncompensated Care
Pool (the Pool) with the Executive Office of
Health and Human Services and the Joint
Committee on Health Care.

This report contains complete informa-
tion on PFYOO (Pool Fiscal Year 2000) and
some information, including budget projec-
tions, on PFYO1l. It contains a significant
amount of technical information about the

Pool, including an update on the status of
the Pool, the sources of funding for uncom-
pensated care in Massachusetts, and the uses
of Pool funds. It also contains detailed infor-
mation on Pool liability to hospitals, infor-
mation on payments to community health
centers, Pool surplus/shortfall analyses, and
information on final settlements with hospi-
tals. Finally, this report contains information
on current Pool management initiatives.

Calculations contained in this report
are based upon the most recently available
data from the Division of Health Care
Finance and Policy. The Division uses a Pool
Fiscal Year (PFY) for its calculations, which
corresponds to hospitals’ fiscal year (Octo-
ber 1 to September 30). This report con-
tains the most up to date figures available
for PFY0O. See Section 6 for a discussion of
Uncompensated Care Pool expense projec-
tions, and Section 7 for a discussion of Pool
settlements.
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Section 2:
Uncompensated Care Pool

he Uncompensated Care Pool pays

I for medically necessary services pro-

vided by acute care hospitals and

community health centers to low-income

uninsured and underinsured people. Patients

can apply for free care at any acute care hos-
pital or community health center.

The Massachusetts legislature estab-
lished the Uncompensated Care Pool in
1985 as a financing mechanism to distrib-
ute the burden of bad debt and providing
free care (together known as “uncompen-
sated care”) more equitably among acute
care hospitals. The creation of the Pool was

intended to help pay for the costs of provid-
ing care to the uninsured, and also to elimi-
nate financial disincentives that a hospital
might have to providing such care. Since its
creation, the Pool has evolved into a key
component of the Commonwealth’s health
care safety net, helping to ensure access to
needed health care services for people with
no other source of health care coverage.

The Uncompensated Care Pool is only
one part of the Commonwealth’s network of
health care initiatives for low-income unin-
sured and underinsured individuals. The
Division has been careful to manage the
Pool to best serve the needs of the people
who access health care through the Pool.
Our goals are to improve the efficiency and
effectiveness of the Pool, while at the same
time improving the quality of care and
reducing costs. For more information about
the Uncompensated Care Pool, please con-
tact the Division of Health Care Finance and
Policy at 617-988-3100, or visit our web site
at www.state.ma.us/dhcfp.
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Sources of Funds

Table 1 (below) summarizes the sources and
amounts of funding available to the Pool in
Pool Fiscal Years 2000 and 2001. Detailed
information about these funding sources
follows.

Hospitals

he Uncompensated Care Pool is pri-

I marily funded from three sources:
an assessment on acute hospitals’
private sector charges; a surcharge on pay-
ments made to hospitals and ambulatory
surgical centers by payers, including HMOs,
insurers, and individuals; and an annual
appropriation from the Commonwealth’s
General Fund. Smaller amounts from other
sources may also be available in some years.

The total amount paid by all hospitals
into the Pool is established by the legisla-
ture. Each individual hospital’s assessment
is calculated by multiplying the hospital’s
private sector charges by the uniform allow-
ance. The uniform allowance is calculated by
dividing the total assessment, $215 million,
by the total private sector charges from all
hospitals statewide, and is currently approx-
imately 2.681%. (See Table 4 on pages 14-17
for each hospital’s annual liability to the
Pool.)

Table 1: Uncompensated Care Funding

Statutory Funding
Hospital Assessment
Surcharge
General Fund
Total Uncompensated Care Pool Funding

Other Funds
Intergovernmental Funds Transfer (IGT)
Compliance Liability (S.56) Revenues
PFY98 Surplus
Transfer from Medical Security Trust

Total Funds Available for Uncompensated Care

PFY00 PFYO1
$215,000,000 $215,000,000
$100,000,000 $100,000,000

$30,000,000 $30,000,000
$345,000,000 $345,000,000
$70,000,000 $70,000,000
$15,000,000 $1,100,000
$9,000,000 $2,000,000
$10,000,000

$439,000,000

$428,100,000




Surcharge

The total amount to be collected via
the surcharge is also established by the legis-
lature. The Division of Health Care Finance
and Policy sets the surcharge percentage
at a level to produce $100 million. If the
Division collects more than $100 million
in one year, the Division reduces the sur-
charge percentage in subsequent years. The
surcharge percentage was 3.0% for PFYOO,
is 1.8% for PFYO1, and will be 2.15% in
PFYO02.

In order to develop an effective and
equitable surcharge collection system, the
Division established a surcharge workgroup
to solicit input and advice from interested
parties. This group—comprised of HMOs,
commercial insurers, the Massachusetts Hos-
pital Association, business and labor repre-
sentatives, and providers—continues to offer
its assistance as the Division looks to make
process improvements to the surcharge pay-
ment system.

Table 2: Surcharge Collections

Surcharge Collections

Over 1000 registered surcharge payers
are currently making and reporting monthly
payments to the Uncompensated Care Pool.
Table 2 (below) lists the top surcharge
payers and their contributions. Both pro-
viders and payers file reports with the Divi-
sion of Health Care Finance and Policy.
These reports are analyzed to ensure that
surcharge payers are paying appropriate sur-
charge amounts. For example, hospitals and
ambulatory surgical centers report possibly
unregistered payers so that the Division may
initiate appropriate follow-up.

Currently, the Division is developing
more automated ways for providers and
payers to comply with reporting require-
ments, which will also assist the Division in
its analysis and monitoring responsibilities.
The cooperation of payers and providers
on all levels has contributed to the Divi-
sion’s successful ongoing administration of
the surcharge.

Collections % to Total Collections % to Total Collections % to Total
Surcharge Payer PFY98* PFY98* PFY99 PFY99 PFY0O PFY00
BCBSMA $ 34,013,613 33% $ 36,417,682 28% $ 35,039,318 31%
HCHP 17,712,478 17% 21,021,419 16% 16,719,990 15%
Tufts HMO 7,604,104 7% 12,690,516 10% 10,526,487 9%
Unicare Life & Health 4,860,640 5% 4,824,372 4% 3,949,169 4%
Aetna 3,606,572 3% 4,241,184 3% 4,262,566 4%
Fallon Comm. Health 3,091,057 3% 3,729,836 3% 2,800,170 3%
Total Health Plan 2,858,512 3% 5,425,969 4% 4,593,718 4%
Connecticut General Life 2,665,391 3% 2,963,386 2% 3,534,637 3%
United Health Care 2,546,102 2% 5,185,364 4% 3,990,077 4%
Community Health Plan 1,800,501 2% 2,155,438 2% 1,529,439 1%
All other 22,324,679 22% 29,707,856 23% 24,843,539 22%
Total $103,083,649 100% $128,363,022 100% $111,789,110 100%

*Partial year - startup
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General Fund In addition, $9 million in surplus funds

The legislature also appropriates $30
million annually to the Pool. This amount
is a portion of the federal matching funds
(FFP) generated by the Pool.

Other Funding Sources

In addition to these sources, the
Uncompensated Care Pool also has access
to several other, smaller sources of funding.
The Division of Health Care Finance and
Policy transferred $15 million of compli-
ance liability funds to the PFYOO Pool, and
$1.1 million of compliance liability funds
to the PFYO1 Pool.

These funds originate from payments
made to close out the hospital regulatory
system in effect from FY82-FY91. In that
system, hospitals that overcharged in one
year were directed to lower their charges
in a subsequent year. When the regulated
system ended, hospitals that overcharged
in the final year were directed by St.1991,
€.4935, §56 to pay a portion of the amount
overcharged to the Pool. After this $1.1 mil-
lion transfer, there will be no funds remain-
ing in the compliance liability trust fund.

from the PFY98 Pool was applied to PFYO0O,
and $2 million in surplus funds from the
PFY98 Pool was applied to PFYO1l. M.G.L.
€.118G, §18(n) directs the division to “apply
such surplus to allowable free care payments
for any succeeding fiscal year in which there
is a shortfall of pool revenue.”

Additional Funding
for Uncompensated Care

Since state Fiscal Year 1998, the Com-
monwealth has been able to access an addi-
tional $70 million in federal funds annually
through an intergovernmental funds trans-
fer (IGT). These funds, which are appropri-
ated each year in the state budget, are paid
by the Division of Medical Assistance to
Boston Medical Center ($51.8 million) and
Cambridge Health Alliance ($18.2 million)
at the beginning of the state fiscal year.
Free care provided by these two hospitals is
funded first from the IGT and the remain-
der is paid by the Pool. Finally, the FYO1
state budget transferred $25 million from
the Medical Security Trust Fund to the Pool
to eliminate the PFYOO shortfall and offset
the PFYO1 shortfall (St. 2000, c.159, s.351).

Sources of Funds 7
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Section 4:
Uses of Funds

tribution of funds for uncompensated pensated Care Pool.

care to hospitals for inpatient services,
to hospitals for outpatient services, to com- Interim Uncompensated Care Charges
munity health centers, and to the demon- for PFY0O
stration projects. It also demonstrates the

F igure 1 (below) summarizes the dis- detail on payments made from the Uncom-

shift in payments for inpatient and out- Hospitals report to the Pool on the
patient care, as hospitals have shifted to distribution of uncompensated care among
providing more care in outpatient settings. the allowable categories: full free care, par-
Tables 3, 4, 5, and 6 provide additional tial free care, medical hardship, and emer-

Figure 1. Uncompensated Care Payments

PFY95 PFY00
Community Community Demonstration
Health Centers Health Centers Projects
3% 3% \ / 1%

Total Hospital
Outpatient
60%

Total Hospital
Inpatient
36%

Total Hospital Total Hospital
Outpatient Inpatient
47% 50%




Table 3: Uncompensated Care Charges for PFY00

Inpatient Inpatient Total Allowable Outpatient
Emergency Free Inpatient Emergency

Hospital Bad Debt Care Free Care Bad Debt
Anna Jaques Hospital $ 122,667 $ 1,150,967 $ 1,273,634 $ 436,595
Athol Memorial Hospital (77) 85,919 85,842 106,209
Atlanticare Medical Center 181,403 826,373 1,007,776 2,094,863
Baystate Medical Center 1,794,408 8,459,421 10,253,829 2,166,632
Berkshire/Hillcrest 470,396 2,282,490 2,752,886 1,162,126
Beth Israel Deaconess Med Ctr 1,878,352 9,226,806 11,105,158 2,630,048
Boston Medical Center 3,488,789 47,056,464 50,545,253 12,199,710
Brigham & Women'’s Hospital 3,407,273 14,586,047 17,993,320 2,111,080
Brockton Hospital 884,595 3,154,833 4,039,428 3,703,014
Cambridge/Somerville Hospital 3,006,816 33,679,885 36,686,701 3,386,782
Cape Cod Hospital 1,055,735 1,825,199 2,880,934 1,470,045
Carney Hospital 1,167,438 1,607,400 2,774,838 1,701,874
Children’s Hospital 1,612,359 1,868,677 3,481,036 433,165
Clinton Hospital 47,658 859,343 907,001 175,124
Cooley Dickinson Hospital 260,804 919,380 1,180,184 496,441
Dana-Farber Cancer Institute - 280,400 280,400 -
Deaconess Glover Hospital (300) 88,115 87,815 44,513
Emerson Hospital 427,174 820,896 1,248,070 358,677
Fairview Hospital 15,635 310,215 325,850 246,478
Falmouth Hospital 226,615 474,510 701,125 447,801
Faulkner Hospital 438,696 964,753 1,403,449 723,251
Franklin Medical Center 224,996 1,021,473 1,246,469 424,359
Good Samaritan Medical Center 178,795 1,125,706 1,304,501 1,172,087
Hahnemann Hospital, Inc. - 248,379 248,379 -
Hale Hospital 297,420 312,957 610,377 1,001,884
Hallmark Health 786,944 2,422,059 3,209,003 3,467,436
Harrington Memorial Hospital 167,370 546,038 713,408 432,127
HealthAlliance 466,896 593,595 1,060,491 935,193
Henry Heywood Memorial Hosp. 166,469 446,274 612,743 470,728
Holy Family Hospital 434,954 1,541,255 1,976,209 1,153,400
Holyoke Hospital 202,260 1,062,111 1,264,371 945,400
Hubbard Regional Hospital 62,560 77,096 139,656 665,432
JB Thomas Hosp d/b/a THC Boston - - - -
Jordan Hospital 328,043 653,902 981,945 287,117
Lahey Clinic Hospital, Inc. - 1,392,470 1,392,470 203,179
Lawrence General Hospital 687,501 1,552,096 2,239,597 2,914,215
Lowell General Hospital 225,314 1,249,985 1,475,299 231,060
Marlborough Hospital 338,941 813,518 1,152,459 1,038,753
Mary Lane Hospital 49,731 277,907 327,638 348,770
Mass. Eye & Ear Infirmary 60,055 106,761 166,816 157,441

10
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Outpatient Total Allowable Net Total Net Total Net Total
Free Outpatient Emergency Free Allowable
Care Free Care Bad Debt Care Free Care

$ 415,884 $ 852,479 $ 559,262 $ 1,566,851 $ 2,126,113
322,091 428,300 106,132 408,010 514,142
1,014,854 3,109,717 2,276,266 1,841,227 4,117,493
3,662,095 5,828,727 3,961,040 12,121,516 16,082,556
1,972,014 3,134,140 1,632,522 4,254,504 5,887,026
17,430,693 20,060,741 4,508,400 26,657,499 31,165,899
106,904,654 119,104,364 15,688,499 153,961,118 169,649,617
12,016,065 14,127,145 5,518,353 26,602,112 32,120,465
5,209,119 8,912,133 4,587,609 8,363,952 12,951,561
61,703,573 65,090,355 6,393,598 95,383,458 101,777,056
1,549,166 3,019,211 2,525,780 3,374,365 5,900,145
898,678 2,600,552 2,869,312 2,506,078 5,375,390
1,912,148 2,345,313 2,045,524 3,780,825 5,826,349
280,160 455,284 222,782 1,139,503 1,362,285
892,544 1,388,985 757,245 1,811,924 2,569,169
1,080,692 1,080,692 - 1,361,092 1,361,092
153,828 198,341 44,213 241,943 286,156
902,519 1,261,196 785,851 1,723,415 2,509,266
407,614 654,092 262,113 717,829 979,942
829,023 1,276,824 674,416 1,303,533 1,977,949
915,754 1,639,005 1,161,947 1,880,507 3,042,454
1,621,181 2,045,540 649,355 2,642,654 3,292,009
1,835,858 3,007,945 1,350,882 2,961,564 4,312,446
- - - 248,379 248,379

209,195 1,211,079 1,299,304 522,152 1,821,456
1,665,071 5,132,507 4,254,380 4,087,130 8,341,510
660,849 1,092,976 599,497 1,206,887 1,806,384
788,178 1,723,371 1,402,089 1,381,773 2,783,862
521,248 991,976 637,197 967,522 1,604,719
869,964 2,023,364 1,588,354 2,411,219 3,999,573
874,560 1,819,960 1,147,660 1,936,671 3,084,331
336,357 1,001,789 727,992 413,453 1,141,445
1,220,649 1,507,766 615,160 1,874,551 2,489,711
679,082 882,261 203,179 2,071,552 2,274,731
2,154,226 5,068,441 3,601,716 3,706,322 7,308,038
982,453 1,213,513 456,374 2,232,438 2,688,812
881,436 1,920,189 1,377,694 1,694,954 3,072,648
569,234 918,004 398,501 847,141 1,245,642
794,952 952,393 217,496 901,713 1,119,209

Uses of Funds 11



Table 3: Uncompensated Care Charges for PFY00

Inpatient Inpatient Total Allowable Outpatient
Emergency Free Inpatient Emergency

Hospital Bad Debt Care Free Care Bad Debt
Mass. General Hospital Corp. $ 3,243,862 $ 21,277,185 $ 24,521,047 $ 4,195,624
Mercy Hospital 971,901 2,848,448 3,820,349 1,540,210
MetroWest Medical Center, Inc. 1,193,072 2,875,977 4,069,049 1,514,675
Milford-Whitinsville Hospital 89,327 776,807 866,134 1,210,934
Milton Hospital 95,966 221,644 317,610 373,857
Morton Hospital 124,037 742,001 866,038 1,358,057
Mount Auburn Hospital 700,064 1,791,367 2,491,431 586,731
Nantucket Cottage Hospital 127,884 157,931 285,815 190,761
Nashoba Community Hospital 100,625 113,042 213,667 575,011
New England Baptist Hospital - 103,886 103,886 541
New England Medical Center 1,162,553 6,245,439 7,407,992 402,353
Newton-Wellesley Hospital 2,918 997,391 1,000,309 312,090
Noble Hospital 115,018 395,983 511,001 231,914
North Adams Regional Hosp. 91,966 131,528 223,494 249,100
Northeast Hospital Corporation - 2,064,404 2,064,404 2,010,183
Norwood Hospital 449,674 884,704 1,334,378 853,923
Quincy Hospital 565,284 1,160,254 1,725,538 915,951
Saint Vincent Hospital 829,907 3,697,815 4,527,722 3,831,828
Saints Memorial 193,585 1,370,978 1,564,563 818,500
Salem Hospital 231,097 2,591,087 2,822,184 863,103
South Shore Hospital, Inc. 364,783 960,169 1,324,952 2,034,536
Southcoast 400,445 4,168,044 4,568,489 3,117,376
St. Anne’s Hospital 121,101 645,155 766,256 1,311,499
St. Elizabeth’s Hospital 498,874 2,517,375 3,016,249 345,633
Sturdy Memorial Hospital 114,796 394,818 509,614 452,445
UMass Memorial 1,712,143 12,234,447 13,946,590 4,756,624
Waltham/Weston Hospital 425,274 862,985 1,288,259 1,057,773
Winchester Hospital 193,476 457,245 650,721 740,074
Wing Memorial Hospital 55,178 323,312 378,490 256,871
Totals 39,339,495 218,983,096 258,322,591 88,051,186

Notes:

1. Free care data are based on uncompensated care claims data reported by the hospitals from October 1999 through September 2000.
2. JB Thomas reported no Free Care Charges for Fiscal Year 2000 (October 1999 through September 2000).

3. Bad debt is net of recoveries; therefore some facilities have negative bad debt.

4. All data are unaudited and subject to change with future updates and calculations.

12
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Outpatient Total Allowable Net Total Net Total Net Total
Free Outpatient Emergency Free Allowable
Care Free Care Bad Debt Care Free Care

$ 21,743,686 $ 25,939,310 $ 7,439,486 $ 43,020,871 $ 50,460,357
781,311 2,321,521 2,512,111 3,629,759 6,141,870
3,633,452 5,148,127 2,707,747 6,509,429 9,217,176
960,549 2,171,483 1,300,261 1,737,356 3,037,617
126,788 500,645 469,823 348,432 818,255
1,899,558 3,257,615 1,482,094 2,641,559 4,123,653
1,445,756 2,032,487 1,286,795 3,237,123 4,523,918
313,449 504,210 318,645 471,380 790,025
194,512 769,523 675,636 307,554 983,190
130,276 130,817 541 234,162 234,703
7,485,500 7,887,853 1,564,906 13,730,939 15,295,845
409,292 721,382 315,008 1,406,683 1,721,691
588,550 820,464 346,932 984,533 1,331,465
362,519 611,619 341,066 494,047 835,113
3,858,508 5,868,691 2,010,183 5,922,912 7,933,095
631,262 1,485,185 1,303,597 1,515,966 2,819,563
1,147,404 2,063,355 1,481,235 2,307,658 3,788,893
2,111,654 5,943,482 4,661,735 5,809,469 10,471,204
1,964,057 2,782,557 1,012,085 3,335,035 4,347,120
3,077,572 3,940,675 1,094,200 5,668,659 6,762,859
1,013,888 3,048,424 2,399,319 1,974,057 4,373,376
4,781,263 7,898,639 3,517,821 8,949,307 12,467,128
971,247 2,282,746 1,432,600 1,616,402 3,049,002
1,220,630 1,566,263 844,507 3,738,005 4,582,512
973,589 1,426,034 567,241 1,368,407 1,935,648
6,682,577 11,439,201 6,468,767 18,917,024 25,385,791
484,625 1,542,398 1,483,047 1,347,610 2,830,657
623,132 1,363,206 933,550 1,080,377 2,013,927
737,473 994,344 312,049 1,060,785 1,372,834
307,491,740 395,542,926 127,390,681 526,474,836 653,865,517
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Table 4. Summary of PFY0O0 Uncompensated Care Pool Calculation

Private Uncompensated Annual Total Cost-to-

Sector Care Gross Liability Free Charge

Charges Percentage to the Pool Care Ratio
Acute Care Hospitals A B C=AxB D E
Anna Jaques Hospital $ 51,597,541 2.681% $ 1,383,311 $ 2,126,113 55.06%
Athol Memorial Hospital 7,768,115 2.681% 208,260 514,142 62.96%
Atlanticare Medical Center 44,625,575 2.681% 1,196,396 4,117,493 48.47%
Baystate Medical Center 292,484,115 2.681% 7,841,394 16,082,556 55.31%
Berkshire/Hillcrest 79,023,656 2.681% 2,118,596 5,887,026 60.04%
Beth Israel Deaconess Med Ctr 589,019,481 2.681% 15,791,400 31,165,899 53.92%
Boston Medical Center 158,956,327 2.681% 4,261,562 169,649,617 75.00%
Brigham & Women'’s Hospital 645,510,049 2.681% 17,305,892 32,120,465 40.03%
Brockton Hospital 74,292,697 2.681% 1,991,760 12,951,561 51.53%
Cambridge/Somerville Hospital 31,504,948 2.681% 844,636 101,777,056 79.27%
Cape Cod Hospital 80,076,452 2.681% 2,146,821 5,900,145 68.41%
Carney Hospital 36,360,073 2.681% 974,800 5,375,390 62.41%
Children’s Hospital 400,814,940 2.681% 10,745,704 5,826,349 63.41%
Clinton Hospital 6,636,141 2.681% 177,913 1,362,285 49.30%
Cooley Dickinson Hospital 40,331,016 2.681% 1,081,260 2,569,169 59.31%
Dana-Farber Cancer Institute 136,015,775 2.681% 3,646,534 1,361,092 69.60%
Deaconess Glover Hospital 21,960,802 2.681% 588,761 286,156 42.37%
Emerson Hospital 139,921,411 2.681% 3,751,243 2,509,266 40.79%
Fairview Hospital 12,793,093 2.681% 342,978 979,942 53.20%
Falmouth Hospital 47,809,789 2.681% 1,281,763 1,977,949 58.69%
Faulkner Hospital 69,433,379 2.681% 1,861,484 3,042,454 48.22%
Franklin Medical Center 41,012,095 2.681% 1,099,519 3,292,009 52.88%
Good Samaritan Medical Center 65,408,684 2.681% 1,753,583 4,312,446 49.64%
Hahnemann Hospital, Inc. 7,914,133 2.681% 212,175 248,379 53.54%
Hale Hospital 25,957,085 2.681% 695,900 1,821,456 54.13%
Hallmark Health 141,367,875 2.681% 3,790,022 8,341,510 57.84%
Harrington Memorial Hospital 30,861,136 2.681% 827,376 1,806,384 62.32%
HealthAlliance 66,925,611 2.681% 1,794,252 2,783,862 51.24%
Henry Heywood Memorial Hosp. 43,008,514 2.681% 1,153,043 1,604,719 43.87%
Holy Family Hospital 80,979,658 2.681% 2,171,035 3,999,573 44.89%
Holyoke Hospital 41,884,975 2.681% 1,122,921 3,084,331 48.11%
Hubbard Regional Hospital 13,754,276 2.681% 368,747 1,141,445 49.68%
JB Thomas Hosp d/b/a THC Boston 2,667,353 2.681% 71,511 - 53.54%
Jordan Hospital 70,000,842 2.681% 1,876,697 2,489,711 48.53%
Lahey Clinic Hospital, Inc. 271,052,333 2.681% 7,266,815 2,274,731 53.85%
Lawrence General Hospital 57,062,854 2.681% 1,529,835 7,308,038 52.39%
Lowell General Hospital 96,416,747 2.681% 2,584,898 2,688,812 41.59%
Marlborough Hospital 33,767,075 2.681% 905,283 3,072,648 42.79%
Mary Lane Hospital 16,217,783 2.681% 434,793 1,245,642 50.34%
Mass. Eye & Ear Infirmary 67,847,624 2.681% 1,818,970 1,119,209 70.12%
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Net Annual
Liability to or
from the Pool

Annual Gross
Liability
from the Pool

Shortfall

Allocation

Allowable IGT Net Allow
Free Care IGT Free Care
Costs Adjustment Costs
F=DxE H=F-G
$ 1,170,638 $ $ 1,170,638

323,704 - 323,704
1,995,749 - 1,995,749
8,895,262 - 8,895,262
3,534,570 - 3,534,570

16,804,653 - 16,804,653
127,237,213 51,800,000 75,437,213
12,857,822 - 12,857,822
6,673,939 - 6,673,939
80,678,672 18,200,000 62,478,672
4,036,289 - 4,036,289
3,354,781 - 3,354,781
3,694,488 - 3,694,488

671,607 - 671,607
1,523,774 - 1,523,774

947,320 - 947,320

121,244 - 121,244
1,023,530 - 1,023,530

521,329 - 521,329
1,160,858 - 1,160,858
1,467,071 - 1,467,071
1,740,814 - 1,740,814
2,140,698 - 2,140,698

132,982 - 132,982

985,954 - 985,954
4,824,729 - 4,824,729
1,125,739 - 1,125,739
1,426,451 - 1,426,451

703,990 - 703,990
1,795,408 - 1,795,408
1,483,872 - 1,483,872

567,070 - 567,070
1,208,257 - 1,208,257
1,224,943 - 1,224,943
3,828,681 - 3,828,681
1,118,277 - 1,118,277
1,314,786 - 1,314,786

627,056 - 627,056

784,789 - 784,789

$ 79,568
22,269
97,656

499,650
201,397
820,140
757,244
775,358
138,241
271,036
206,769
134,788
413,143
16,039
79,759
125,926
31,190
107,043
20,592
72,191
91,244
82,300
127,649
33,691
59,096
342,453
57,289
105,297
55,736
108,555
88,675
24,499
103,149
357,054
121,326
110,400
41,541
23,537
84,219

J=H-I

$ 1,091,070
301,435
1,898,093
8,395,612
3,333,174
15,984,513
74,679,969
12,082,464
6,535,698
62,207,636
3,829,520
3,219,992
3,281,345
655,567
1,444,015
821,394
90,054
916,487
500,737
1,088,667
1,375,827
1,658,514
2,013,049
99,291
926,858
4,482,277
1,068,450
1,321,153
648,255
1,686,853
1,395,197
542,571
1,105,107
867,889
3,707,355
1,007,877
1,273,245
603,519
700,571

K=J-C

($ 292,242)
93,175
701,698
554,218
1,214,578
193,113
70,418,407
(5,223,428)
4,543,938
61,363,000
1,682,699
2,245,192
(7,464,359)
477,655
362,755
(2,825,140)
(498,707)
(2,834,756)
157,759
(193,096)
(485,656)
558,995
259,466
(112,884)
230,958
692,255
241,074
(473,098)
(504,788)
(484,183)
272,276
173,824
(71,511)
(771,590)
(6,398,926)
2,177,520
(1,577,022)
367,962
168,726
(1,118,400)
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Table 4. Summary of PFY0O0 Uncompensated Care Pool Calculation

Private Uncompensated Annual Total Cost-to-

Sector Care Gross Liability Free Charge

Charges Percentage to the Pool Care Ratio
Acute Care Hospitals A B C=AxB D E
Mass. General Hospital Corp. $ 791,424,992 2.681% $ 21,217,819 $ 50,460,357 38.98%
Mercy Hospital 72,607,836 2.681% 1,946,590 6,141,870 43.66%
Metrowest Medical Center, Inc. 194,825,186 2.681% 5,223,193 9,217,176 39.40%
Milford-Whitinsville Hospital 84,338,499 2.681% 2,261,085 3,037,617 40.02%
Milton Hospital 27,825,257 2.681% 745,985 818,255 53.64%
Morton Hospital 92,373,781 2.681% 2,476,508 4,123,653 47.77%
Mount Auburn Hospital 117,577,491 2.681% 3,152,210 4,523,918 46.15%
Nantucket Cottage Hospital 8,505,131 2.681% 228,019 790,025 85.05%
Nashoba Community Hospital 19,472,646 2.681% 522,055 983,190 60.08%
New England Baptist Hospital 99,665,508 2.681% 2,671,996 234,703 49.60%
New England Medical Center 360,156,937 2.681% 9,655,678 15,295,845 42.54%
Newton-Wellesley Hospital 159,407,611 2.681% 4,273,661 1,721,691 48.47%
Noble Hospital 25,981,464 2.681% 696,554 1,331,465 48.89%
North Adams Regional Hosp. 20,028,057 2.681% 536,945 835,113 55.63%
Northeast Hospital Corporation 120,941,791 2.681% 3,242,406 7,933,095 50.79%
Norwood Hospital 82,359,532 2.681% 2,208,029 2,819,563 61.15%
Quincy Hospital 42,060,808 2.681% 1,127,635 3,788,893 58.45%
Saint Vincent Hospital 142,634,910 2.681% 3,823,991 10,471,204 47.99%
Saints Memorial 59,381,192 2.681% 1,591,988 4,347,120 41.94%
Salem Hospital 98,915,615 2.681% 2,651,892 6,762,859 58.31%
South Shore Hospital, Inc. 149,466,276 2.681% 4,007,137 4,373,376 59.14%
Southcoast 194,163,304 2.681% 5,205,448 12,467,128 56.17%
St. Anne’s Hospital 48,467,224 2.681% 1,299,389 3,049,002 44.08%
St. Elizabeth’s Hospital 112,742,973 2.681% 3,022,598 4,582,512 48.27%
Sturdy Memorial Hospital 64,094,606 2.681% 1,718,353 1,935,648 55.38%
UMass Memorial 480,671,811 2.681% 12,886,638 25,385,791 52.56%
Waltham/Weston Hospital 53,466,506 2.681% 1,433,418 2,830,657 48.12%
Winchester Hospital 139,304,262 2.681% 3,734,697 2,013,927 48.57%
Wing Memorial Hospital 15,600,296 2.681% 418,238 1,372,834 67.67%
Totals 8,019,503,530 2.681% 215,000,000 653,865,517

Notes:

1. Private Sector Charges and Free Care data are based on uncompensated care claims data reported by the hospitals for October 1999

through September 2000.

2. Cost to Charge Ratios are from the Preliminary Settlement PFY0O calculation.
3. All data are unaudited and subject to change with future updates and calculations.
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Allowable IGT Net Allow Annual Gross Net Annual

Free Care

Costs
F=DXxE

$ 19,669,447
2,681,540
3,631,567
1,215,654

438,912
1,969,869
2,087,788

671,916

590,701

116,413
6,506,852

834,504

650,953

464,573
4,029,219
1,724,163
2,214,608
5,025,131
1,823,182
3,943,423
2,586,415
7,002,786
1,344,000
2,211,979
1,071,962

13,342,772
1,362,112
978,164
928,997

396,848,612

IGT
Adjustment

70,000,000

Free Care
Costs
H=F-G

$ 19,669,447
2,681,540
3,631,567
1,215,654

438,912
1,969,869
2,087,788

671,916

590,701

116,413
6,506,852

834,504

650,953

464,573
4,029,219
1,724,163
2,214,608
5,025,131
1,823,182
3,943,423
2,586,415
7,002,786
1,344,000
2,211,979
1,071,962

13,342,772
1,362,112
978,164
928,997

326,848,612

Shortfall
Allocation
|

$ 901,703
169,426
211,231

85,918
56,297
106,651
172,324
15,234
34,604
116,413
446,388
213,148
43,113
50,266
183,217
110,115
121,905
202,868
114,877
197,780
243,103
444,078
89,859
280,210
82,542
706,364
86,987
132,577
41,704

12,548,612

Liability
from the Pool
J=H-I

$ 18,767,744

2,512,114
3,420,336
1,129,736
382,615
1,863,218
1,915,465
656,682
556,096
6,060,465
621,355
607,840
414,307
3,846,002
1,614,048
2,092,703
4,822,262
1,708,305
3,745,643
2,343,312
6,558,707
1,254,141
1,931,769
989,420
12,636,408
1,275,125
845,588
887,293

314,300,000

Liability to or
from the Pool
K=J-C

($ 2,450,075)

565,524
(1,802,857)
(1,131,348)

(363,370)
(613,290)
(1,236,746)
428,663
34,042
(2,671,996)
(3,595,213)
(3,652,305)
(88,714)
(122,638)
603,596
(593,981)

965,068

998,272

116,316

1,093,751
(1,663,825)
1,353,259

(45,248)

(1,090,830)
(728,933)
(250,230)
(158,293)

(2,889,109)

469,054

99,300,000
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Table 5: Community Health Center Payments for Uncompensated Care

Pool Fiscal Years 1999 and 2000

Community Health Center PFY99
Boston Health Care for the Homeless $ 47,306
Brockton Neighborhood Health Center 790,138
Dimock Community Developmental Service Center 102,752
Family Health and Social Service Center 767,942
Fenway Community Health Center 67,810
Geiger-Gibson Health Center 376,675
Great Brook Valley Health Center 1,047,527
Greater Lawrence Health Center 1,001,016
Greater New Bedford Community Health Center 1,018,567
Harvard St. Neighborhood Health Center 1,181,811
Health First Family Care Center, Inc. 379,905
Hilltown Community Health Center 97,071
Holyoke Health Center 293,264
Joseph Smith Community Health Center 618,089
Justice Resource Institute 8,503
Lowell Community Health Center 504,303
Lynn Community Health Center 578,135
Manet Community Health Center 624,366
Mattapan Community Health Center 940,110
Neponset Health Center 486,764
North End Community Health Center 157,605
North Shore Community Health Center 280,361
O’Neill Health Clinic, Inc. 0
Outer Cape Health Services, Inc. 349,158
Roxbury Comprehensive Community Health Center 701,255
South Cove Community Health Center 635,547
South End Community Health Center 345,970
Springfield Southwest Community Health Center 331,810
Stanley St. Treatment and Resource Center 139,223
Uphams Corner Community Health Center 278,662
Whittier St. Neighborhood Health Center 339,959
TOTAL $14,491,604

PFY00
$ 227,452
728,919
212,754
782,564
110,716
395,084
1,808,275
1,171,410
936,572
919,353
247,332
153,663
353,977
733,277
8,621
531,706
738,255
605,148
885,114
512,160
136,250
353,270
9,634
324,464
722,212
610,906
214,129
339,974
112,315
436,336
414,156

$15,735,998

Difference
$ 180,146
-61,219
110,002
14,622
42,906
18,409
760,748
170,394
-81,995
-262,458
-132,573
56,592
60,713
115,188
118
27,403
160,120
-19,218
-54,996
25,396
-21,355
72,909
9,634
-24,694
20,957
-24,641
-131,841
8,164
-26,908
157,674
74,197

$1,244,394

% Change
380.81%
-7.75%
107.06%
1.90%
63.27%
4.89%
72.62%
17.02%
-8.05%
-22.21%
-34.90%
58.30%
20.70%
18.64%
1.39%
5.43%
27.70%
-3.08%
-5.85%
5.22%
-13.55%
26.01%

-7.07%
2.99%
-3.88%
-38.11%
2.46%
-19.33%
56.58%
21.83%

8.59%
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gency bad debt. These data are reported
for both inpatient and outpatient uncom-
pensated care services. Partial free care and
medical hardship together make up approxi-
mately 1.5% of the Pool, and are included in
Table 3 (on pages 10-13) under “free care.”

PFY00 Uncompensated Care Pool
Calculation

As shown in Table 4 (on pages 14-17),
each hospital’s annual gross liability to the
Pool (column C) is based on its private sector
charges (column A), which it reports to the
Division. Because each hospital’s liability is
based on its private sector charges, hospi-
tals that treat more private patients make
larger payments to the Pool. Each month,
the Division calculates a uniform percent-
age sufficient to generate $215 million in
annual Pool funding. This percentage is cur-
rently 2.681% (column B).

Each hospital is paid for its uncom-
pensated care based on its reasonable costs
and the availability of funding. Hospitals
report their free care charges to the Divi-
sion (column D). The Division adjusts the
free care charges using the ratio of each hos-
pital’s reasonable costs to charges (column
E), calculated by the Division based on each
hospital’s mark-up of charges over costs and
its efficiency relative to other hospitals. The
result of this adjustment is the hospital’s
allowable free care costs (column F).

Hospitals that receive payments for free
care through an intergovernmental funds

Uncompensated Care Pool PFYOO Annual Report

transfer (IGT) (column G) use those funds
before accessing the Pool to cover any
remaining free care costs (column H). When
there is a shortfall (when there is insuffi-
cient funding in the Pool to pay providers
for the uncompensated care they provide),
the shortfall is allocated so that hospitals
with a greater proportional requirement for
Pool funds receive a greater proportional
share of Pool payments (column I). The
shortfall allocation is applied to the pro-
vider’s allowable free care costs to calculate
the hospital’s annual gross liability from the
Pool (column J). This table shows a PFY00
shortfall that is expected to be reduced at
preliminary settlement.

Finally, for informational purposes,
Table 4 includes each hospital’s net annual
liability to or from the Pool, calculated by
subtracting the hospital’s gross liability to
the Pool from its gross liability from the
Pool (column K). However, hospitals make
and receive payments based on the gross
amounts.

Community Health Center Payments for
Uncompensated Care PFY99 and PFY00

Community health centers are paid by
the Pool for the free care services they pro-
vide according to the center’s 1995 Federally
Qualified Health Center (FQHC) rate, or, in
the case of a non-FQHC approved health
center, a rate based upon a substitute annual
cost report in the same format (see Table 5
on page 18).
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Section JS:
Demonstration Projects

The Massachusetts
Fishermen'’s Partnership, Inc.

hapter 47 authorized the Division
‘ to allocate up to $10 million of Pool

funds per fiscal year for demonstra-
tion projects designed to demonstrate alter-
native approaches to improve health care
and reduce costs for the uninsured and
underinsured. Chapter 47 designated specific
funds for three programs: the Ecu-Health
Care project, the Hampshire Health Access
project, and the Massachusetts Fishermen's
Partnership, Inc. The Division funded 11
additional demonstrations in PFY00. Table 6
on page 22 shows the disbursement of Pool
funds to these projects.

Ecu-Health Care, Inc.
and Hampshire Health Access

The Division of Health Care Finance
and Policy provides $40,000 annually in
Uncompensated Care Pool funds to the Ecu-
Health Care project in North Adams and
to the Hampshire Health Access project in
Northampton. These programs help link
local residents to affordable and accessible
health care by assessing their eligibility for
state programs such as MassHealth and the
Children’s Medical Security Plan (CMSP).
If applicants are not eligible for a state
program, they are referred to local physi-
cians who have agreed to treat patients at a
reduced or no charge.

The Fishing Partnership Health Plan
(FPHP) offers fisherman and their families
the opportunity to purchase health insur-
ance at a reduced rate, made possible
through subsidized premiums provided by
state and federal appropriations. The FPHP
contracts with Tufts Health Plan and offers
fishermen and their families a comprehen-
sive benefit package that includes access to
Tufts’ network of providers, mental health
services, and pharmacy coverage. All fisher-
men, regardless of health status or current
insurance coverage, may enroll in the plan.
Those who cannot afford the monthly pre-
mium—which ranged from $120 to $645
during PFYOO—are referred to MassHealth.
Over 1,200 fishermen and their family mem-
bers are currently enrolled.

The FPHP is a freestanding trust fund
that operates separately from the two
primary sponsoring organizations: Caritas
Christi Health Care System and the Mas-
sachusetts Fishermen'’s Partnership, Inc. It
is funded by the U.S. Department of Com-
merce and $2 million of Pool funds for each
of five years, and bears all financial risk for
the program.

Congestive Heart Failure

Congestive  heart failure (CHF)
adversely affects the quality of life of many
uninsured individuals and results in high
per-person costs billed to the Pool. Many of
the associated hospitalizations (and there-
fore, costs) are preventable with appropriate
ambulatory care. The four program sites—
Baystate Medical Center, Boston Medical
Center, Brigham and Women’s Hospital,
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Table 6: PFY00 Pool Payments to Demonstration Projects

Mandated Projects

Ecu-Health Care, Inc.
Hampshire Community Action Commission
Fishing Partnership Health Plan Corporation

Congestive Heart Failure Projects

Baystate Medical Center
Boston Medical Center
Brigham & Women'’s Hospital
Cambridge Health Alliance

Demonstrations for Underinsured and Uninsured Individuals

Total

Boston Health Care for the Homeless
Boston Public Health Commission
Falmouth Free Clinic

Family Health Center

Great Brook Valley Health Center
Lynn Community Health Center

South Cove Community Health Center

and Cambridge Health Alliance—are in their
third year. To date, the Division has awarded
about $2 million to fund these demonstra-
tions, and about 200 patients have partici-
pated. The goals of these programs are to
reduce CHF-related hospitalizations, reduce
the need for frequent urgent care visits, and
improve patient care. The programs focus on
active case management of patients, includ-
ing weight monitoring, counseling in nutri-
tion and diet, and providing a reliable source
of medications.

PFY00 PFY00

Budget Amounts
Projection Incurred

$40,000 $40,000
$40,000 $40,000
$2,000,000 $2,000,000
$300,000 $244,757
$300,000 $278,223
$150,000 $81,492
$299,829 $281,230
$371,571 $330,266
$364,857 $260,956
$128,443 $137,327
$328,017 $16,973
$393,630 $332,488
$261,932 $180,419
$116,662 $80,475
$5,094,941 $4,304,606

Demonstration Projects
for Improving Care and Reducing Costs
for Uninsured Individuals

In the Fall of 1999, the Division
began funding seven programs developed to
achieve at least one of three related goals:
reduce preventable hospitalizations by pro-
viding primary care for patients with ambu-
latory care sensitive conditions; improve
coordination of care for patients with mul-
tiple or chronic conditions; and provide
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services in a more efficient or appropriate
manner. The programs employ strategies
and protocols tailored to the unique charac-
teristics of the uninsured. Program activities
include efforts to modify patients’ behaviors
so they can better manage their diseases,
provision of pharmaceuticals, and coordi-
nating care among health care providers.

Boston Health Care
for the Homeless Program

This program targets some of Boston's
most vulnerable: homeless individuals with
chronic illnesses or urgent health care
needs.

Boston Public Health Commission
Boston'’s Public Health agency is work-
ing with three affiliated programs and target-
ing selected uninsured individuals in an effort
to improve health outcomes and increase
participation in various health programs.

Falmouth Free Clinic

Most of the clinical staff for this dem-
onstration is volunteer. They offer mental
health and primary care services to unin-
sured individuals in the Falmouth area. The
clinic has developed a formulary compris-
ing low-cost available medications for prev-
alent chronic diseases.

Family Health Center
Family Health Center’s disease- and
case-management program began its pro-

Uncompensated Care Pool PFYO0 Annual Report

gram in September of 2000. The program
had no enrollees in PFYO0O.

Great Brook Valley
Community Health Center

Great Brook Valley Community Health
Center is using demonstration funds to con-
tinue its asthma and diabetes case manage-
ment programs. Staff members are also case
managing individuals diagnosed with other
chronic illnesses such as hypertension and
congestive heart failure.

Lynn Community Health Center

Lynn’s pharmacy demonstration works
with a neighborhood pharmacy, with the
Public Health Service’s drug purchasing pro-
gram, and with free samples provided by
drug companies to provide prescription
medications to individuals who otherwise
have no access to them. The project had
approximately 1600 active participants as of
January 2001.

South Cove Community Health Center

The Chinatown-based South Cove
Community Health Center primarily serves
Asians who live in the community. The
demonstration program offers health edu-
cation workshops, and makes use of trans-
lators to help uninsured individuals obtain
access to needed care and to negotiate the
health care system, which may be very dif-
ferent than the systems in their countries of
origin.
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PFYOO Pool Status

he Division of Health Care Finance

I and Policy projects free care costs and

Uncompensated Care Pool shortfalls

or surpluses on a regular basis. Table 7 on

page 26 shows the sources and uses of funds

for uncompensated care for PFY99 and the

final surplus, and the Division’s projections
for PFYOO and PFYO1.

Projecting Free Care Costs

Projecting free care costs is extremely
difficult because of the many factors that
can affect final amounts. These factors are
discussed below.

First, the Pool is the payer of last resort.
The Pool pays for any medically necessary
service provided by an acute hospital or
community health center to a low-income
uninsured or underinsured person that is
not covered by another payer. Therefore,
if there are any changes in enrollment or
services covered by any other public or
private payer, the changes will affect the

Pool. Changes in other programs, such as
MassHealth, often are not announced pub-
licly until after they have taken effect, and
even then, it is very difficult to quantify the
direct impact that the change will have on
the Pool.

Second, because most private insurance
is accessed through employment, changes
in employment levels, types of employees
hired (full-time versus contracted or part-
time), and/or the level of benefits offered
will affect the Pool.

Third, the Pool is required by law to
pay providers on a fee-for-service basis. If
the amount a provider bills to the Pool
increases by 50% in a particular month,
the Pool must reimburse the hospital for
the increased amount. A provider may bill
higher amounts for many reasons: expanded
services, increased volume, an epidemic,
installation of a new billing system, and
SO on.

Finally, the Pool is not a program, and
it does not enroll members. The Division
cannot project costs based on enrollment
per member per month (PMPM) multiplied
by cost per member per month as health
plans do. Because people generally apply for
free care after they have received a service,
the Pool cannot implement pre-admission
certifications and other methods of utiliza-
tion review. As a result, the Division does
not get advance warning of high-cost proce-
dures being billed to the Pool.
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Table 7: Uncompensated Care: Sources and Uses of Funds

(in millions)

Sources of Funds
Uncompensated Care Pool
Hospital Assessment
Surcharge on Payments to Hospitals
State Appropriation
Total Uncompensated Care Pool

Other Funds
Intergovernmental Transfer (IGT)
¢.495 856 Compliance Liability Funds
Prior Fiscal Year Surplus Transfer
Transfer from Medical Security Trust Fund

Total Uncompensated Care Funds Available

Uses of Funds

Payments
Hospital Free Care Costs
Community Health Center Free Care Costs
Demonstration Projects
Transfer to Children’s & Seniors’
Health Care Assistance Fund
Audit Adjustments

Reserves
Doubtful Accounts - Hospitals
Doubtful Accounts - Surcharge Payers
Data Collection
Surcharge Expenses
Other Reserves

Total Uses of Funds

(Shortfall) / Surplus

* PFY98 and PFY99 data is as of Preliminary Settlement.

PFY98*
$215.0
100.0

30.0
345.0

70.0
4.0

419.0

390.0
16.5
3.0

0.5

410.0

9.0

PFY99*
$215.0
100.0

30.0
345.0

70.0

415.0

381.9
145
3.3

11.8

414.5

0.6

PFY00*

$215.0
100.0
30.0
345.0

70.0
15.0

9.0
15.0

454.0

395.7
15.8
52

46.3
-3.9

2.0

461.1

(7.1)

** This is a projection. The final shortfall/surplus estimate can be higher or lower by up to 5%, depending upon the assumptions.

PFYO01*

$215.0
100.0
30.0
345.0

70.0
1.1
2.0

10.0

428.1

411.3
16.1
9.0

57.8
-4.2

1.0

0.3
2.8

494.1

(66.0)
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Pool Settlements

he Uncompensated Care Pool makes

I monthly payments to hospitals and

hospitals make monthly payments

to the Pool on an estimated basis. The Divi-

sion of Health Care Finance and Policy

calculates the payment amounts based on

a rolling average of each hospital’s most

recently reported 12 months of free care and

private sector charges, adjusted for industry
trends.

Settlement Process

As required by M.G.L. ¢.118G, §18(h),
the Division calculates the final payment
amounts to and from the Pool after all hos-
pitals’ final audited Pool year data are avail-
able. The final payments made based on this
final calculation are referred to as the final
settlement of the Pool year.

At final settlement, a hospital pays the
Pool or the Pool pays the hospital the differ-
ence between amounts that were paid pre-
viously and the actual amount that should
have been paid based on final data. Factors
that would cause the final payment to differ
from the initial estimated payment include
a change in the amount of free care pro-
vided by the particular hospital or by all
hospitals statewide, a change in the hospi-
tal’s mark-up of charges over costs, a change
in the hospital’s overall payer mix, audit

adjustments, and a change in the total
funding available for uncompensated care
statewide.

Final settlements cannot be completed
until final audited free care charges, private
sector charges, total charges, and total
patient care costs are available for all hos-
pitals. It often takes several years to resolve
all outstanding audit issues for all hospitals,
and as a result final settlements are often
delayed.

In order to ensure that as little money
as possible is held up until final settlement,
the Division of Health Care Finance and
Policy also conducts preliminary settle-
ments. The Division conducts a preliminary
settlement as soon as 12 full months of
free care charges and private sector charges
are available for the Pool year, as well as
an updated cost to charge ratio. Conduct-
ing preliminary settlements helps prevent
the need to transfer large unexpected dollar
amounts upon final settlement.

Update

At the time that the administration of
the Pool was transferred to the Division,
final settlements with hospitals for pay-
ments to and from the Pool were behind
schedule. The Division has since succeeded
in settling Pool years 1990 through 1997.
Preliminary settlements with hospitals are
up to date, and the Division expects to final
settle Pool years 1998 and 1999 by the end
of this Pool year. The Division interacts with
hospitals and community health centers on
a regular basis throughout the year to moni-
tor free care charges and costs, which makes
the settlement process more efficient. Final
settlements with community health centers
are not required.
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Table 8: Uncompensated Care Pool Settlements

Pool Hospital Children’s
Fiscal Settlement Assessment  Surcharge State Additional & Seniors’
Year SIEWS Funding Funding Funding Funding** Fund
2001 Jun ‘01 Calculation* 215,000,000 100,000,000 30,000,000 13,100,000 70,000,000 57,750,000
2000 Preliminary* 215,000,000 100,000,000 30,000,000 39,000,000 70,000,000 46,250,000
1999 Preliminary* 215,000,000 100,000,000 30,000,000 70,000,000 11,750,000
1998 Proposed Final* 215,000,000 100,000,000 30,000,000 (5,000,000) 70,000,000

1997 FINAL 315,000,000 15,000,000 12,500,000 17,500,000

1996 FINAL 315,000,000 15,000,000

1995 FINAL 315,000,000 15,000,000

1994 FINAL 315,000,000 15,000,000

1993 FINAL 315,000,000 15,000,000

1992 FINAL 300,000,000 35,000,000

1991 FINAL 312,000,000 -

1990 FINAL 312,000,000 -

* Amounts subject to change at Final and/or Preliminary Settlement.

**  Additional Funding includes amounts transferred from the St.1991, C.495, S.56 Compliance Liability Fund and from the Medical Security Trust Fund,

as well as surpluses brought forward from prior years.

** Reserves and Expenses includes funds for demonstration projects, data collection system development, audits, and other administrative expenses.
PFYO01 and PFY00 Reserves and Expenses represent the amounts that are expected to be expended from those Pool Years’ funds.

Table 8 above illustrates the history
and status of Pool settlements for the Divi-
sion. The table identifies all Pool funding
sources for each year as well as Pool expenses
for that year, including transfers to the Chil-
dren’s and Seniors’ Health Care Assistance
Fund, payments to community health cen-
ters, and the resulting balance available to
pay hospitals. Payments for the Division's
demonstration programs are included in
Reserves and Expenses, along with other
expenses related to administering the Pool.

The shortfall amount is the amount by
which allowable uncompensated care costs
incurred by hospitals exceed the available

Pool funds. Health care reform initiatives
and the strong economy are responsible for
the elimination of the shortfall for Pool
years 1998 and 1999. Projections for Pool
years 2000 and 2001 demonstrate the recur-
rence of shortfalls.

The percent recognized is the percent
of hospitals’ allowable free care costs that
were paid by the Pool that year. The last
column indicates the steadily decreasing
percentage of the uniform assessment on
hospitals’ private sector charges, which gen-
erates each hospital’s liability to the Pool
(for additional information, please see the
explanation of Table 3 on pages 10-13).
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Reserves
and

Expenses***

15,000,000
7,700,000
4,000,000
2,543,188
1,284,269
4,065,970
5,752,348

741,639
3,347,273
1,221,000

630,152

Community
Health Center
Payments

16,500,000
15,750,000
14,491,604
16,026,457
16,031,038
15,168,235
12,996,321
10,174,420

7,660,677

4,377,067

Balance
Payable to
Hospitals

338,850,000
384,300,000
384,758,396
391,430,355
343,968,962
313,547,496
312,937,709
314,073,232
321,597,684
327,275,660
310,779,000
311,369,848

Uncompensated Care Pool PFYO0 Annual Report

Allowable
uc
Costs

397,189,581
396,848,612
381,874,175
388,855,240
448,459,137
467,290,626
446,123,716
422,996,582
391,636,164
340,323,322
442,492,755
411,641,176

Surplus/
(ClilelgizU))]

(58,339,581)
(12,548,612)
2,884,221
2,575,115
(104,490,175)
(153,743,130)
(133,186,007)
(108,923,350)
(70,038,480)
(13,047,662)
(131,713,755)
(100,271,328)

Percent

Recognized Assessment

85%
97%
100%
100%
7%
67%
70%
74%
82%
96%
70%
76%

Hospital
Uniform

2.52%
2.68%
3.07%
3.52%
5.74%
6.00%
6.54%
6.89%
6.93%
8.51%
9.86%
10.18%
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Pool Management Initiatives

he Division of Health Care Finance

I and Policy has undertaken a number
of initiatives to improve the effi-
ciency and effectiveness of Uncompensated

Care Pool operations. This section provides
an update on these initiatives.

Eligibility

Since October 1998, providers have
used a streamlined and clarified eligibility
determination process along with standard
application forms for free care and medical
hardship assistance. All applicants for free
care are asked a set of questions that indicate
possible eligibility for other assistance pro-
grams, such as MassHealth, and providers
are required to assist applicants in applying
for these programs. The free care applica-
tion forms are available in English, Spanish,
Portuguese, Haitian Creole, Chinese, Viet-
namese, and Khmer, and are located on
Division’s web site for easy download.

The Division of Health Care Finance
and Policy has continued its free care appli-
cation training program for providers, hold-
ing training sessions in numerous locations:
at the Division, on-site at provider loca-
tions, and at regional public health offices.
The purpose of these sessions has been to
teach providers about the free care eligi-
bility determination process, the Division'’s

screening requirements, and how to use the
free care application forms.

The Division updated The Free Care
Application: A Guide for Acute Hospitals and
Community Health Centers, which was dis-
tributed to all free care providers and also
posted on the Division’s web site for down-
load. The free care help line continues to
receive about sixty calls per week, of which
about two-thirds are from provider staff and
about one-third from individuals applying
for free care.

The Division also continues to publish
its quarterly newsletter, Free Care Notes. In
PFYO0O0, the Division received 83 grievances,
of which over half were resolved in favor of
the hospital. The remainder were resolved
in favor of the applicant.

Program Catalog

In May 2000, the Division published
Access to Health Care in Massachusetts: A Cat-
alog of Health Care Programs for Uninsured
and Underinsured Individuals, which contains
information on over 75 programs of health
coverage for low-income persons, including
programs sponsored by public and private
organizations. This catalog is intended as
a tool to assist hospital and community
health center staff in their screening efforts,
in order that they may be able to direct
patients to other more organized and com-
prehensive sources of coverage besides free
care.

Copies of the catalog were distributed
to all hospitals and community health cen-
ters, along with many other interested orga-
nizations. Response to this publication has
been extremely positive, and the Division of
Health Care Finance and Policy is updating
the catalog for 2001.
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Data Collection

The Division of Health Care Finance
and Policy is collecting patient level data on
individuals who access health care through
the Uncompensated Care Pool. The Divi-
sion developed software to collect and ana-
lyze these data and trained providers on its
use. Hospitals and community health cen-
ters are required to submit free care applica-
tion and medical claims data to the Division
according to Division specifications that are
defined in regulation.

All hospitals and community health
centers use the Division'’s free care applica-
tion software to verify free care eligibility
and submit eligibility information to the
Division. The Division is in the initial stages
of analyzing information collected thus far
from nearly 150,000 free care applications
(see Table 9 below).

Current analyses focus on understand-
ing the demographic characteristics of the

people who access health care through the
Pool and cross-referencing for eligibility in
other public assistance programs. Prelimi-
nary data indicate that the average family
income for free care applicants is approx-
imately $9,900 per year, and the average
family size is approximately 1.5.

Fifty-five percent of free care applicants
are female, and 45% are male. Eleven per-
cent of applicants are aged 18 or under,
38% are from 19-35 years old, 40% are aged
36-64, and 10% are 65 and over. Seventy-
five percent of free care applications submit-
ted to the Division include Social Security
numbers.

In addition, nearly 91% of free care
applicants qualify for full free care, with
9% qualitying for partial free care, and the
remainder are denied. The Division has not
yet received any applications for medical
hardship electronically. These data are only
preliminary because most providers are not
yet submitting 100% of applications elec-

Table 9: Free Care Applications Collected as of June 22, 2001

Applications Collected

Gender
Female Applicants
Male Applicants

Age
18 and Under
19-35
36-64
65 and Over

Family Information
Average Family Income
Average Family Size

Hospitals CHCs Total
118,606 28,925 147,531
54.2% 57.0% 54.7%
45.5% 42.7% 44.9%
10.6% 15.0% 11.5%
37.9% 39.0% 38.1%
40.2% 37.0% 39.5%
11.1% 4.0% 9.7%
$9,867 $9,962 $9,886
1.53 1.59 1.54
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tronically. Results from complete data may Pool Services

differ.

During PFYOO, the Division also con-
ducted preliminary wage match verifica-
tions with the Department of Revenue. In
the coming year, the Division will work
with DOR to refine wage match results and
reporting.

In PFYO0O, hospitals worked to modify
their billing systems to submit UB92 claims
to the Division for all free care that is
billed to the Pool. During the year, the Divi-
sion spent considerable time working with
hospitals to define claim specifications and
requirements. Claims data will be collected
and analyzed beginning in PFYO1.

The Division of Health Care Finance
and Policy has strict data confidentiality
policies that prohibit the release of patient
specific information.

The Division is currently conducting a
detailed analysis of the Pool’s role as a safety
net, a review of the services paid for by the
Pool and other private and public health
insurance programs, and an analysis of how
the Pool intersects with other programs and
the implications for Pool policy. This project
also involves an evaluation of how hospitals
and community health centers determine
what services they bill to the Pool.

As part of this evaluation, the Division
has also agreed to participate in a pilot pro-
gram run by Harbor Health, Inc., that has
been developed to address the extreme diffi-
culty that low-income people have in access-
ing dental services on the Lower/Outer Cape
and Martha’s Vineyard. This pilot program
began in June 2000.
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Section 9:
Conclusion

or need additional information, please con-
tact the Division. Any comments about the
usefulness of this report and suggestions for
improvement are welcome. Please direct all
comments to:

Uncompensated Care Pool Annual Report
Division of
Health Care Finance and Policy
2 Boylston Street
alculations contained in this report Boston, MA 02116
‘ are based upon the most recently Tel: 617-988-3100
available data from the Division of Fax: 617-727-7662
Health Care Finance and Policy. If you have E-mail: tom.novak@state.ma.us
any questions about the data or calculations, Web: www.state.ma.us/dhcfp
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